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«They say things are happening at the border, but nobody knows which border» (Mark Strand)
Raffaele Mattioli: A pioneer of modern banking in
post-second-world-war Italy
by Fabiano Colombini
Abstract: This paper aims to analyse a selection of key points in the banking thought of Raﬀaele
Ma ioli by examining the balance sheet reports issued during Raﬀaele Ma ioli’s position of
managing director of Comit, essentially during the period 1945-1971. The analysis considers the most
relevant points in the evolution of banking business and underlines their importance in the
development of modern banking.
This investigation focuses on selected quotations of Raﬀaele Ma ioli, drawing a ention to the
modern criteria that inspired Raﬀaele Ma ioli’s thought. His approach preﬁgured the current and
rational criteria to be applied to banks in Italy, Europe and world-wide, with awareness of concepts
such as corporate social responsibility, credit and debt relationships, ﬁnancial transformation,
production diversiﬁcation, liquidity, solvency and investment trusts.
Modernism appears in Ma ioli’s thought: thus it is important to read his writings in order to
appreciate the sound principles he put forward, which still have a crucial role to play for
management of a bank in modern times. In a period when ﬁnancial and bank crises still produce a
severe impact on economic growth and bank survival, sound and rational management principles
should always be kept in mind.
Raﬀaele Ma ioli, a 20  century Italian banker, oﬀers a valid example of good management and
stands as an enduring example of a highly competent manager with excellent professional skills and
strong moral principles and rectitude. He also oﬀers a highly instructive example for future
generations of bank managers in Italy, Europe and throughout the world. His enduring heritage is
conﬁrmed by the successful results of the bank during the period of his management  and by the
highly instructive teachings recorded in his banking reports.
Unfortunately, however, Ma ioli’s thought is known only to a restricted circle as his writings are in
Italian, which does not favour world-wide circulation of ideas and sound and brilliant principles.
This paper examines the key points in the banking thought of Raﬀaele Ma ioli, with the aim of
underlining the above-mentioned crucial aspects and, especially, of highlighting the signiﬁcance of
his thought in modern times as well as its continued relevance in banking management.
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Summary: 1. Introduction – 2. Corporate social responsibility – 3. Credit and debt relationships – 4.
Financial transformation. 5. Production diversiﬁcation 6. Liquidity 7. Solvency 8. Investment trusts. –
9 Final remarks
1.The yearly balance sheet reports presented at the General Assemblies  of Banca Commerciale
Italiana for the 1945-1971 accounting periods highlight the thought of Raﬀaele Ma ioli, an Italian
banker, on the themes of banking and  ﬁnancial markets.  Ma ioli devoted considerable a ention to
the management aspects of banking, while also oﬀering in–depth reﬂections on the economic
situation of Italy during the period in question. His extremely insightful observations still have
remarkable present relevance (Calamanti, 2016).
Considered by “Le Monde” as “the greatest Italian banker after Lorenzo dei Medici”, Raﬀaele
Ma ioli made an important contribution to Italian economic development during the late twentieth
century post-war period. In particular, he applied the rational criterion of selection in ﬁnancing the
investment projects of Italian enterprises. Furthermore, not only was he a highly illuminated banker
with a profound cultural background, but he was also a humanist of great value, strongly commi ed
to the promotion of journals, cultural projects and patronage of the arts and culture.
As a banker, Raﬀaele Ma ioli was a rare example of great skill and competence, far-sighted
awareness of the complexities of banking and an all-embracing vision of the ﬁeld as a whole. He was
widely appreciated among throughout many ﬁelds of public life as one of the most highly
accomplished members of the ruling class that governed Italy during the 20  century.
2. With regard to the responsibilities he was called upon to assume in the ﬁeld of banking, he
asserted: “This line of action must be accompanied by a sense of responsibility, which will become
the guiding force of a more far-sighted vision of our interest” (Ma ioli, 1937).
He further asserted that:“The bank…..is an enterprise sui generis which carries on its shoulders a great
burden of responsibility. The caution called for can never be exaggerated, its errors are always too
severe. Its action must be bold and cautious at the same time, linked to present-day reality but in
harmony with the predictable reality of tomorrow” (Ma ioli, 1941).
He also makes another signiﬁcant point: “ We are aware that we bear the responsibility … for
ensuring … that an increase in our ordinary loans …. is directed exclusively to ﬁnancing the
production process … excluding categorically any support for speculative positions….” (Ma ioli,
1946). Additionally, he emphasises that “we aimed, during the recently concluded accounting period,
to support, within the limits of carefully weighed caution, the eﬀort of the Italian economy to achieve
a new and balanced situation adjustment” (Ma ioli, 1947).
Raﬀaele Ma ioli expressed an idea of the bank that is still of great relevance today, especially in the
light of the recent ﬁnancial crises that have involved numerous countries in a world-wide perspective
(Acharya, Philippon, Richardson, Roubini, 2009; Adrian, Shin, 2010; Allen, Carle i, 2010; Bernanke,
2015; Blanchard, Dell’Ariccia, Mauro, 2010; Boccuzzi, 2011; Bolton, Jeanne 2011; Calabria 2009;
Capriglione, Semeraro, 2012; Capriglione, 2015; Cassidy, 2009; Claessens, Dell’Ariccia, Igan, Laeven,
2010; Colombini, 2011; Colombini, Calabrò, 2011; Crescenzi, 2010; Davies, 2010; Dowd, Hutchinson,
2010; Duﬃe, 2010; Eichengreen, 2008; Estrella, Schich, 2011; Financial crisis inquiry report (2011);
Franke, Krahnen, 2008; Fratianni, 2008; Fornasari, 2009; Geithner, 2014; Goodhart, 2008; Haldane,
2009; Hubbard, 2009; King, 2016; Marconi, 2010; Masera, 2009; Mishkin, 2010; Reinhart, Rogoﬀ, 2011;
Shiller, 2008; Sorkin, 2009; Spaventa, 2010; Stigli , 2010; Wolf, 2014). He emphasised the important
role played by the decisions adopted, which had ensured survival on the market and, at the same
time, appropriate ﬁnancing of the economy.
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Solidity and reputation are acquired by the bank through a series of choices made on the basis of
solid principles of rationality in management of the bank. Raﬀaele Ma ioli’s statements highlight the
need to apply rational criteria for sound management of the bank, while at the same time maintaining
a positive relation between revenue and costs so that proﬁt is generated.
A further requirement which must be satisﬁed at the same time is that of corporate social
responsibility (CSR), which basically refers to the principle of social responsibility. This concept has
recently been included among the objectives to be pursued and, consequently, among the
organisational strategies applied in Italian, European and international banks. In deﬁning their
strategies, banks are called upon to take into account the principles of social responsibility and to
include environmental, social and governance themes as part of their industrial plans. The
commitment of the world of banking in favour of sustainable and socially responsible development
goes hand in hand with the aim of encouraging growth on the Italian, European and international
level.
In eﬀect, banks devote considerable a ention to corporate social responsibility as a driver for
innovation and growth, as well as for improvement of skills that will boost competitiveness on
ﬁnancial markets in the medium and long term. Thus the aims embodied in CSR imply the need to
create new products and business models and, at the same time, to link public interest with the
pursuit of the bank’s interests.
3. A further observation by Ma ioli is of considerable signiﬁcance: “More than once we have
emphasised, in this context, a truth that is self-evident only in its formulation: namely, that the bank
exists in order to grant credit. The gathering of funds provides the bank with its raw material. The so-
called ‘intermediation’ sets the two aspects side by side. Considered jointly, it can be seen that the
essential function of the bank is precisely that of mediating: mediating in two complementary senses.
Namely, mediating between the raising of funds and their utilisation, and mediating between saving
and investment. The result of the former type of mediation is the granting of credit, which in turn
prompts renewed a ention to the raising of funds . The result of the second type – or intermediation,
as it is generally called in banking circles, namely the buying and selling of currencies and securities
on behalf of clients – is the channelling of some quantities of savings towards the ﬁnancial market,
their integration in the production process by means of the subscription of shares and corporate
bonds and government bonds.
It is the responsibility of whoever is in charge of such tasks to keep watch over the two forms of
mediation and ensure that rather than becoming unfavourably entangled with each other, they are
appropriately harmonised and integrated” (Ma ioli, 1961).
In this context, banks and ﬁnancial intermediaries establish credit and debit relations with a great
mass of subjects, for the utilisation and gathering of monetary resources (Boyd, Presco , 1986;
Partington, 1989; Williamson, 1987). The existence of a vast range of credit relations with many
diﬀerent subjects thus calls for the establishment of rational management methods. This, in turn,
requires the correct functioning of banks and other ﬁnancial intermediaries.
A great variety of options is available for composition of assets. To a certain extent this constitutes
one of the distinguishing features of banking intermediation, as credit relations can be established
with a great mass of subjects (Bencivenga, Smith, 1991; Boyd, Presco , 1986; Williamson, 1986). At the
same time, this also allows application of the law of large numbers in predicting the possibility of
default on loans. Similarly, choices for composition of liabilities in banking intermediation also
present a large selection of options, debt relations being established with a considerable range of
subjects. By the same token, this allows easy application of the law of large numbers for calculating
the length of time required for debt repayments.
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In short, the extension of the number of subjects and sectors creates the conditions for production
diversiﬁcation, by broadening the series of available instruments, as well as the channels for their
placement and the production volumes (Colombini, 2008). Accordingly, the interconnection between
loans and debts is associated with the series of credit relations between the bank and a number of
diﬀerent subjects and sectors: this creates the appropriate conditions for stability and development.
Banking intermediaries fulﬁl the task of creating credit, thereby increasing the potential for
expenditure by the various subjects and sectors (Cotula, Pi aluga, 1989; Lindsay, 1970; Pierce, Shaw,
1979; Howells, Bain, 2007). This also distinguishes between the manner of utilisation of the credit,
either for consumption or investment, with a range of diﬀerentiated implications.
Basically, then, the creation of credit and, therefore, the growth in the lending potential of subjects
and sectors is a distinguishing feature of banking intermediaries, in the sense that credit and money
creation is a prerogative of banks rather than of other ﬁnancial intermediaries. It is important to
underline the distinction between the behaviour of banks in comparison to other ﬁnancial
intermediaries with regard to the expansion of loans, as the diﬀerent inﬂux of the monetary base
must be taken into account. By the same token, the diﬀerent proportion of the ﬂowback due to the
demand for liabilities resulting from expansion of loans negotiated with the above-mentioned
intermediaries must also be considered (Arcelli, 2007; Goodhart, 1989; Lindsay, 1970). Naturally, each
individual typology makes a diﬀerent contribution on the plane of the capacity for expansion and
credit creation; consequently, these typologies also diﬀer with regard to the granting of loans in the
context of the economic system.
The ﬁnancial intermediaries create their own ﬁnancial instruments, essentially in the form of a debt
by means of the purchase of money (Campbell, 1982; Gurley, Shaw, 1960; Partington, 1989; Revell,
1987).
The issuing and sale of liabilities is linked to the choice and preference expressed by subjects in
surplus, who wish to make decisions concerning the composition of their ﬁnancial portfolio. Such
choices are inﬂuenced predominantly in terms of the formation of diﬀerentials among the rates of
return, although the level of risk and other economic-technical aspects must also be taken into
consideration.
It can be noted that the ﬁnancial intermediaries display diﬀerences in return on assets and also in the
extent of proﬁt achieved. This implies divergences in remuneration of their liabilities and also a
diﬀerence in the capacity to a ract the preference of subjects in surplus.
Unquestionably, the innovative processes that have been developed have sought to extend the range
of liabilities of bank intermediaries, with the aim of adjusting to the trends that have become
apparent in the economy. While it cannot be doubted that these innovative processes are of
considerable importance in the composition of ﬁnancial portfolios, this aspect by no means eliminates
the important role of diﬀerentials in interest rates: rather, in certain cases it reinforces operators’
ability to orient their decisions and choices on the basis of be er yields, other conditions being equal.
4. Raﬀaele Ma ioli also draws a ention to another important aspect: “the raw material of this
impalpable manufact of ours, credit is ……..the credit that we, in turn, receive from depositors –
crude credit, indistinct or only very minimally reﬁned, and restricted by constraints and
requirements of advance notice, which it is our task to set up in a myriad ‘made to measure’ credit
operations” (Ma ioli, 1956).
However, as Ma ioli additionally points out, “there is always a downside as well. An account in
which operations follow one another at a fast pace is certainly a sign of activity: thus it is a
demonstration of the usefulness of our function as a bank, and this gives us great satisfaction. But the
faster the operations take place, the shorter is the average length of time during which the funds
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remain in our accounts, and this is not so satisfactory. And it is even less pleasing when,
concurrently, there is a decrease – even though it may be only by a fraction of a second, in the
repayment speed at which our loans follow one another” (Ma ioli, 1957).
Ma ioli also notes that “in the long run, if the two opposite tendencies were to persist and lead to
more noticeable divergences than the current minimum percentages, we could be faced with a
situation of having to ﬁnance increasingly less ﬂuid loans with increasingly volatile funds” (Ma ioli,
1957).
In this context, the ﬁnancial transformation consists partly in negotiation of assets with a longer
maturity than that experienced in connection with the corresponding liabilities; it also consists in
modiﬁcation of the respective interest rate a ributes, liquidity, divisibility of the amounts, repayment
techniques and risk (Edmister, 1986; Gilbody, 1988; Gurley, Shaw, 1956; Greenbaum, Thakor, 1995;
Krasa, Villamil, 1992; Mishkin, Eakins, 2006; Podolski, 1986; Saunders, Corne , 2008; Tobin, 1963;
Williamson, 1987). Banks are usually characterised by credit with longer maturities, and higher
interest rates, in addition to more limited liquidity and dividability, diﬀerence in repayment methods
an in risk as compared to those deﬁned on debts to the banks’ own clients (Deshmukh, Greenbaum,
Kanatas, 1983b; Diamond, Dybvig, 1986; Podolski, 1986).
In actual fact, it is helpful to distinguish the broker model from the asset transformer model. The
broker model is suitable above all in cases where there is a need to ﬁnd an oﬀset for the exchange of
credit, with the aim of expanding assets and liabilities without changing their respective and identical
a ributes. The asset transformation model, on the other hand, involves the need to obtain be er
conditions that will satisfy the preferences expressed by subjects in surplus and in deﬁcit, pursuing
the development of assets and liabilities and modiﬁcations in their respective a ributes. From this it
follows that the ﬁnancial transformation and the range of risks are noticeably higher in the second
model that has been presented.
The arguments presented above basically reﬂect the asset transformer model, which corresponds to a
more complete concept of the ﬁnancial intermediary. It is therefore more acceptable also on the basis
of events forming part of what can be noticed in concrete experience (Chant, 1987; Deshmukh,
Greenbaum, Kanatas, 1983a; Lacker, 1989; Merrick, Saunders, 1985; Niehans, 1981).
Therefore, banks do not merely handle the passage of funds from sectors in surplus to sectors in
deﬁcit, but they also deal with changes in maturities and in the overall a ributes on liabilities and
assets, thereby inﬂuencing the range of risks.
It should also be noted that the manner in which the ﬁnancial transformation function is carried out
typically also aﬀects the interest rate risk (Bha acharya, Foley, 1991; Dermine, 1985; Haley, 1982;
Toevs, Haney, 1986). This is a risk that arises from interest rate changes when there is a diﬀerent rate
of repayment on liabilities and assets, or when there are diﬀerences in the typologies of interest rates
that have been negotiated, or in the periodicity of the ﬂows or the indexing parameters. This is
reﬂected in the oscillations of value of the proﬁt and loss account and of the capital account, with
potentially negative eﬀects that may be quite substantial.
In this context, it can be noted that an accentuation of the ﬁnancial transformation function must be
accompanied by adoption of initiatives and policies designed to control the interest rate risk.
Accordingly, economic and/or capital-related targets that are considered to be of priority importance,
and similarly the appropriate instruments, must be ﬁxed at the same time. The concrete modes of
operation of the above-stated function exert an inﬂuence both on the rise and the dynamics of other
risks, which are basically a ributable to the composition of assets and liabilities of banks and of other
ﬁnancial intermediaries.
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5. In Ma ioli’s own words: “The interest margin between the mean return on our loans and the mean
cost of our deposits was shrinking uninterruptedly, resulting in a contraction of over a ﬁfth, which
has left no trace in our proﬁt and loss account because, in parallel, the overall bulk of our operations
was expanding vigorously. This has left no trace on our proﬁt, but we are genuinely conﬁdent –
indeed, we can say we are ‘certain’ that it has left a strong mark on the economy of the whole
country” (Ma ioli, 1962).
In this context, the idea of production in the ﬁnancial intermediaries can be understood essentially as
forming part, on the one hand, of the production approach and, on the other, of the intermediation
approach (Berger, Humphrey, 1997). In the production approach, items concerning assets, liabilities
and oﬀ balance sheet are considered as output, while labour and capital are considered as input. This
approach implies an extended concept of production. The intermediation approach, on the other
hand, considers the items of assets and oﬀ balance sheet to be the output, while labour, capital and
liabilities are regarded as input. This implies a restricted idea of production.
It should be noted that in arguments forming part of subsequent passages from the paper in question,
the concept of production corresponds to the production approach.
Although intensity of operation varies, the commercial banks pursue product diversiﬁcation by
inserting and expanding balance sheet and oﬀ-balance-sheet items. This typically increases the
growth of oﬀ-balance sheet items (OBSIs). Also pursued, at the same time, is the creation of more
intense customer relations and a proﬁt increase.
Naturally, the diﬀerent importance that can be awarded to the above described instruments is highly
regulated. It forms part of the strategies pursued by ﬁnancial intermediaries for maintaining or
expanding their market share. The techniques and manner of implementation of such strategies aﬀect
the solidity and future prospects of ﬁnancial intermediaries.
Banks can implement direct production diversiﬁcation by augmenting the range of products, sales
and revenue, or they can adopt indirect production diversiﬁcation by obtaining a controlling stake in
ﬁnancial intermediaries, ﬁnancial institutions or ﬁnancial companies by increasing dividends and
revenue or, in other cases, “agency” production diversiﬁcation  with an increase only in sales and
revenue (Llewellyn, 1990; Mo ura, 2006).
The need for production diversiﬁcation is prompted by the rise of stiﬀer competition, which erodes
market share in the traditional areas of loans and debts. Although the individual ﬁnancial
intermediaries are subjected to constraints and speciﬁcities, the production range can be ampliﬁed by
making use of items pertaining to assets, liabilities and oﬀ-balance sheet.
The question of whether production diversiﬁcation will lead to positive or negative results depends
essentially on the choices adopted by the management. There can be no doubt that the changes which
have come about have led to the problem of the redeﬁnition of business areas, and of the search for
appropriate ways of expanding the production volumes. It is indispensable for commercial banks to
address these problems.
That is to say, the model of the specialised bank does not preclude such answers, but it reveals
rigidities and limits in direct diversiﬁcation. The model of the universal bank postulates concrete
answers and reveals element of ﬂexibility even in conditions of direct diversiﬁcation. The model of a
life insurance company is based on the implied possibility of engaging in direct diversiﬁcation. The
model of a non-life insurance company manifests rigidity and limitations in direct diversiﬁcation.
Likewise, the model of a banking or insurance group does not prevent similar responses, although it
is emphasised the indirect diversiﬁcation. “Agency” diversiﬁcation can be achieved without any kind
of problem in the context of banking models.
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Choices concerning production diversiﬁcation lead to additional costs and revenue and problems
concerning the ﬁxing of the prices involved. This leads to the need for proper assessment of the
economic aspects.
The existence of ﬁnancial intermediaries and the extensive diversity within their range of products
certainly oﬀer the opportunity for expansion of the range of ﬁnancial instruments.
Thus there emerges an interdependence between choices made by the ﬁnancial intermediaries
concerning asset and liability classes, in relation to the diﬀerent modes of ﬁnancing and investments
of subjects and sectors in deﬁcit and in surplus.
The degree of sophistication of the various ﬁnancial choices is linked to evolution of the ﬁnancial
systems of the diﬀerent countries. On the other hand, elasticity in the composition of assets is still
always an important factor in the adjustments, which have to take a number of diﬀerent motivations
into account, in particular the rate of return in relation to analogous time constraints, risk and
taxation. Likewise, elasticity in the composition of liabilities still remains an important factor in
relation to similar time constraints as well as similar risk and taxation.
Moreover, the ongoing process of innovation is oriented towards an increase in ﬁnancial choices, and
aims to boost competitiveness. However, research and experimentation with new forms of assets and
liabilities must always be pursued with full respect for market requirements.
6. Let us take another look at a signiﬁcant observation by Raﬀaele Ma ioli. “… liquidity,   even
though it may be at an elevated level in percentage terms, is not very meaningful unless it expresses
an adequate capacity to continue ‘granting credit’. That is to say, it is not suﬃcient merely to be in a
condition to cope with the extreme hypothesis of a demand for repayment of a large proportion or
indeed the total of all deposits. What is required is to be in a position to cope with the actual day-by-
day and fully justiﬁed requests for new credit facilitations. A bank that ﬁnds itself having to
reimburse its depositors is a bank that is going into liquidation. A bank that does not continue to
grant credit goes into hibernation. …. . Thus in order to maintain a good degree of eﬀective liquidity,
a bank of commercial credit has only one means at its disposal: to ensure the rapid turnover of its
credits.
Thus the turnover speed of our credits, which is an intrinsic part of the general picture of the
economic activity of the country, no longer merely measures our potential for elasticity and liquidity
…. Rather, it also reﬂects, as in a mirror, the liquidity within the market, considered overall, and in
the individual sectors and the diﬀerent areas” (Ma ioli, 1956).
A further observation by Ma ioli is of considerable interest: “Evidently there has arisen, between
ourselves and the choir of those with whom we engage in conversation, a fundamental
misunderstanding, a confusion regarding the meaning of a word. Liquidity is not the liquid that
stagnates, but liquid that ﬂows. It is the possibility for entrepreneurs to ﬁnd prompt availability of
funds, both ﬁxed and circulating, that they need for their projects. Our interest focuses on this aspect,
and on this ma er we unfortunately perceive an inadequate response. Liquidity taken in the ‘static’
sense, (i.e. as the ability to pay one’s debts and to ‘go out of business’ without going bankrupt, rectius
‘solvency’) has a defensive character, it protects and guarantees the status quo, it respects and assures
balance in the relations of giving and taking. But eﬀective liquidity is the crucial factor, it is essential
liquidity that has a dynamic function, and which ensures the continued agility, ﬂexibility and
propulsive nature of the productive organism in all its ramiﬁcations: this is the liquidity that most
keenly interests us” (Ma ioli, 1965).
In almost all countries, the bank has to satisfy the requirement of the creation and maintenance of the
obligatory liquidity reserves, by applying rates on deposits and, consequently, observing the
requirement of liquid resources in its assets.
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More generally, the bank does not utilise all the available resources for investments to increase its
assets; rather, it creates very liquid instruments for a fraction of the liabilities. This is necessary in
order to be able to cope with demands resulting from rapid and unexpected requests for repayment
of liabilities, or from temporal mismatches with regard to placing them on the market, or because of
sudden rapid expansion of loan expenditure or failure to recover loans.
There is a trade-oﬀ between proﬁt and liquidity. The higher the use of monetary resources for risky
instruments, particularly with regard to loans to clients, the lower is the level of freely created liquid
reserves, and the greater are the risks but also the opportunity to achieve a proﬁt. In contrast, the
higher is the proportion of freely created liquid reserves in comparison to loans, the lower are the
risks and the opportunity to achieve a proﬁt while facing  fewer problems.
Spontaneously created liquid reserves can be distinguished into primary reserves and secondary
reserves (Santomero, Babbel, 1997; Kidwell, Peterson, Blackwell, 1997; Kohn, 2004). Primary reserves
consist of cash and free deposits held at the central bank, where they contribute to building up
immediately available and utilisable resources. Secondary reserves, on the other hand, consist of
instruments forming part of the money market that are easily negotiable, thereby increasing the
resources that become available subsequent to the negotiation on the market.
The return on freely created liquid reserves is naturally situated at a lower rate than the return on a
decidedly more risky class of loans. The level and composition of liquid reserves are the outcome of
management decisions.
Liquidity consists in the capacity to repay debts at maturity. This, in turn, presupposes the
availability of suﬃcient monetary resources for current business. Availability is measured by the ratio
between liquid assets and total deposits or total assets. Such a concept implies that monetary
outﬂows will occur at various dates when payments fall due. Therefore, this involves the need to
identify and maintain proportions among liquid asset aggregates and total liabilities or total assets
(Revell, 1975).
The liquidity risk refers to the capacity of a bank to se le its debts at the various maturities. There
would be no liquidity risk under the hypothesis that the bank could achieve a perfectly symmetrical
composition of its assets and liabilities with respect to the values and maturities involving the classes
of instruments that appear in its balance sheet. However, such a hypothesis is rather remote; in
addition, it would disregard capital or the eventuality of missed interest payments or missed loan
reimbursements. Naturally, the pursuit of liquidity by synchronizing deadlines concerning assets and
liabilities would presuppose the ability of a given bank to reconstruct and obtain knowledge of
maturities on loans and debts  (Revell, 1973; Ricci, 1988).
Let us suppose that a given bank has exact knowledge of its maturities t  con i = 0,1, …,n ; let us also
assume that it is capable of replicating and matching values and maturities of assets and liabilities,
reducing values as maturities increase with = and  . This would achieve a perfectly balanced situation.
Apart from the almost insuperable obstacles in this regard, if many banks and, even more strikingly,
almost the total number of banks present within the banking industry of a given country, were to
achieve perfect symmetry in maturities and in the values of their respective ﬁnancial instruments, this
would end up by eliminating the ﬁnancial transformation that is typical of ﬁnancial intermediaries
and, above all, of banks themselves. In such a manner, the supply of liquidity to the economic system
would be reduced or annulled (Diamond, Dybvig, 1986; Freixas, Rochet, 1997; Wallace, 1996).
Cases where loan utilisation and conversion of deposits into money involve amounts and times that
are not easily foreseeable aﬀect above all the liquidity risk, causing pressures involving monetary
outlays.
i
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Since banks make use of the fractional reserve system, there exists no perfect equivalence between
volume of sight deposits and volume of liquid reserves. Such a situation leads to problems arising
from unexpected, rapid and massive demands for conversion of deposits into money or from
unexpected large increases in loan utilisations.
A decline in the general public’s trust tends to increase the liquidity risk, which can turn into an
insolvency risk. In order to estimate the demand for liquidity, it is necessary to forecast monetary
receipts and outﬂows for given intervals of time, in order to quantify excess outﬂows as compared to
monetary receipts. This allows identiﬁcation of the appropriate monetary resources to cover
imbalances. The estimate in question requires reconstruction of the monetary ﬂows associated with
the various asset, liability and oﬀ-balance sheet instruments.
In the evolution of the banking business, matching and management of maturities involving
instruments dealing with assets, liabilities and oﬀ-balance sheet cannot be separated from liquidity
management. In particular, interest rate movements inﬂuence the conditions negotiated for the
raising or use of additional liquidity over time. The very presence of an interest rate risk can be
associated essentially with the diﬀerent maturities: accordingly, the diﬀerence in repositioning of the
rates on asset and liability instruments should be considered by means of appropriate variations in
the types of instruments available to the banks and also in the interest rates.
It can thus easily be seen that there exists a close link between liquidity problems and solvency
problems, even if diﬀerent time periods are taken into consideration.
7. It is interesting, additionally, to examine Ma ioli’s reﬂections on the turnover of loans: “Although
the turnover of loans may be satisfactory, a certain portion will inevitably slow down from time to
time or may even stagnate. The stagnating portion may, in actual fact, be perfectly healthy and
remunerative, but it cannot be oﬀset by an equivalent portion of deposits, because the la er – even
though they may be bound by various constraints – must always be ‘liquid’ for the client. …. These
portions of ‘slow-moving’ credit could have the disadvantage of freezing part of the deposits, and
would thus reduce, to the same extent, the bank’s capacity to grant credit. The bank has to address
this situation with its capital, namely the means that cannot be withdrawn upon request and which
therefore ideally lend themselves to the task of ‘ﬁnancing’ the less liquid part of the loans. In this
sense, a bank’s capital serves as an “antifreeze” (Ma ioli, 1956).
In this framework, capital management is designed to encourage the growth of available resources,
reinforce the bank’s business wealth and ensure respect for adequacy criteria. Its development and
management constitute an intrinsic aspect of the maintenance of solvency and proﬁtability.
The ﬁnancial structure of banks rests to a large extent on indebtedness, rather than capital. The
following categories of indebtedness can be distinguished: short-term, medium-term or long-term
maturities, ﬁxed or indexed interest rate and the consequent ﬁnancial charges that reduce the level of
proﬁts; the bank’s capital, on the other hand, is characterised by indeterminate maturity, an
oscillating rate of return and dividends that aﬀect the distribution of proﬁts that have been obtained.
The peculiarity of the ﬁnancial structure of banks is associated with the trust and reputation acquired
on the market. The acquisition of trust and reputation facilitates the emission and placement of the
bank’s liabilities: accordingly, indebtedness may rise to considerably high levels. Changes in the
ﬁnancial structure and, therefore, the utilisation of instruments involving debt and capital respond to
diﬀerent needs on the part of the public: essentially, these divergent needs involve insuﬃcient – or,
alternatively, a vast quantity – of information concerning the business areas with which a given bank
is concerned.
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The strategic role of capital arises from the protection awarded to depositors and purchasers of
liabilities in the hypothesis of failed repayment of credits, which would reduce the value of a bank’s
assets and could lead to its insolvency and bankruptcy. Such circumstances are by no means a purely
remote eventuality, since there exist well-known problems of adverse selection and moral hazard that
can generate negative outcomes and ensuing chain reactions.
Capital is regarded as the bulwark of the stability and solidity of commercial banks for three
fundamental reasons: absorption of ﬂuctuations in the value of assets; stabilisation in the sources of
ﬁnancing; absence of contractually established remuneration constraints (Berger, Herring, Szegö,
1995; Pecchioli, 1987; Pringle, 1974; Taggart, Greenbaum, 1978).
Diﬀerences among risks, when the la er are linked to diﬀerent business areas, lead to unequal
requirements as regards capital and processes aimed at increasing on capital within banks (Lindquist,
2004). The presence of information asymmetries, the extent of available instruments, the danger of
massive and rapid requests to convert deposits into money must be taken into account when a bank
seeks to identify the suitable level of capital.
An increase in capital creates the appropriate preconditions for development of intermediate and
productive volumes, with positive eﬀects on the formative process of the proﬁt and loss account. This
is not all: the increased incidence of capital over liabilities reinforces the solidity of the bank’s
ﬁnancial situation and, therefore, the solvency of the individual banks.
A capital increase creates the premises for development of intermediated and productive loans, with
positive inﬂuence on the formative process of the proﬁt and loss account. Furthermore, the increased
incidence of capital versus liabilities reinforces the degree of solidity of the bank’s ﬁnancial situation
and, therefore, of solvency of the individual banks.
The increase in capital and in available resources is reﬂected in the eﬀects on investments, with
particular regard to investment in new technologies.
With regard to commercial banks, for a medium and long period time horizon there exists a direct
relation, as can easily be noted, between the expansion of capital and that of loans. This progressively
enhances available resources, and also ensures protection of buyers of liabilities (Gunther, Moore,
1993; Moore, 1992).
The increase in capital is linked to the following aspects: retention of proﬁts for reserve formation,
placement of shares on the market, and creation of subordinate liabilities.
In this context, it is worth taking another look at a meaningful observation by Ma ioli on related
questions: “We have always made an eﬀort to help small enterprises become larger and large
companies to acquire the size that is economically most advantageous for them; moreover, we have
not held back from exhortations urging them to discard old clothes” (Ma ioli, 1965).
In the activity of screening and monitoring concerning the range of loans, the Comit headed by
Raﬀaele Ma ioli aimed to encourage the size development of companies and, at the same time, to
create the premises for economic growth. By granting loans to reliable clients the bank pursues its
own interests but also pursues the general interest consisting of the reinforcement of enterprises
which, more than others, can contribute to economic growth while maintaining solid bases for the
future.
8. Another innovative proposal that Ma ioli viewed in a favourable light was the possible
introduction of investment trusts: “ it is also to be hoped that legislation will soon be passed – a
comprehensive and adequate legislation – concerning the measures that have long been under study,
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which will allow the establishment of investment trusts fully identical with those already in operation
in other countries “ (Ma ioli, 1965).
In this context, it is worth highlighting that investment trusts would indeed subsequently be
introduced in Italy, albeit many years later, during the 1970s. This conﬁrms the intelligent judgment
and farsightedness of the proposals expressed many years earlier by the Italian banker Raﬀaele
Ma ioli, who sought to modernise and reinforce the Italian ﬁnancial system.
Investment funds are specialised in the selection of a portfolio of ﬁnancial instruments. The
management pursues an increase in value of the assets and, therefore, aims to achieve positive results
in the medium and long term. Additionally, the management pursues growth of intermediated
volumes and, therefore, the best distribution of ﬁxed costs. However, it should be pointed out that
these objectives raise the problem of rational choices and strategies, in line with principles and
techniques that are an intrinsic aspect of the theory of portfolio choices.
The above described processes are carried out mainly by means of technology, which is deployed in
order to deal with a considerable volume of ﬁxed costs. At the same time, the technology renders the
procedures accessible to the investment funds but not to individual persons.
The investment fund determines the choice, centralisation and collective management of the
monetary resources of many small and medium-sized savers: without this fund, such savers would
not have been able to participate in diversiﬁed portfolios composed of monetary items, bonds, shares
and derivatives. Therefore, they would have been unable to beneﬁt from such investment funds,
which make it possible to lower or eliminate non systematic risk (Haslem, 2003; Hubbard, 1994;
Mishkin, Eakins 2006; Saunders, Corne , 2008).
The creation and management of a portfolio of ﬁnancial instruments aim to achieve the optimal risk-
return combination which, being situated on the eﬃcient frontier, can succeed in lowering risk while
maintaining the same level of return, or vice-versa (Markowi , 1959; Sharpe, 1970; Tobin, 1965).
The function of diversiﬁcation can successfully be applied to an appropriately sized portfolio of
ﬁnancial instruments, and has the advantage of making it possible to eliminate non systematic risk,
thereby stabilising the return on assets. On the other hand, clients of investment trusts suﬀer the
consequences of the risks inherent in portfolio management: in other words, they have their share of
the gains but also of the losses (Mack, 1993; Robinson, Ochel, 1993).
Investment trusts are present systematically on the ﬁnancial markets and can be considered as
equivalent to institutional investors.
The assets are typically composed of securities that give rise to liquid assets, while the capital most
frequently consists of tranches of the same unit value, which similarly give rise to liquid instruments.
These circumstances do not imply any particular ﬁnancial transformation, since extensively similar
a ributes are present in the transition from asset to capital or viceversa.
A connection can generally be observed between the inﬂow of monetary resources deriving from the
sale of shares, and the outﬂow resulting from investments. At least in the open model, the investment
trust must always be ready to act in accordance with the preferences expressed by the public and thus
to purchase (outﬂow of money) or to sell (inﬂux of money) shares with diﬀerent risk proﬁles, and
diﬀerent returns at the time of disinvestment. Naturally, such actions typically have repercussions in
terms of contraction or growth of assets.
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Securities that are fairly liquid, or securities that involve only scanty liquidity as far as assets are
concerned, basically correspond to the choice of either very short or extremely prolonged maturities
in composition of the portfolio. Additionally, they reﬂect a lower or higher risk-return proﬁle.
Furthermore, careful examination of such situations shows that the return is linked to management
ability of the portfolio including interest, dividends, increases in value, net of operational costs. A
positive result enhances the value of the assets side and, at the same time, of the share values, and
shows more accentuated or reduced variability. It follows that there exists a symmetry between
oscillations in the asset values  and in the share values and, consequently, in the return and the
accumulated or distributed remuneration.
Successful management is measured by the rates of increase in value of the assets: that is to say, by
the overall return obtainable as a result of the management policies in the respective areas of
monetary, bond and share activity. Therefore the investment trusts in question specialise in the
selection and management of securities with diverse characteristics and maturities: a ention thus
focuses on aims involving the growth asset values and of the intermediated volumes, together with
period performance, albeit adjusted and interpreted with respect to risk.
These volumes undergo change over time, and reﬂect subjective conditions of the individual subjects
in surplus as regards their preferences concerning composition of their ﬁnancial portfolio. At the
same time, however, the volumes in question also reﬂect objective conditions of the individual
ﬁnancial markets, and above all the trend of short, medium and long term interest rates.
9. This paper examined the banking thought of Raﬀaele Ma ioli, a famous Italian banker who
worked in the twentieth century at Comit in Milan. The banking ideas of Raﬀaele Ma ioli have been
extracted from his balance sheet reports drawn up over many years and now kept in the Archivio
Storico of Intesa SanPaolo.
His writings clearly highlight the relevance and importance of studying and applying principles for
bank management which he addressed in numerous cases and which can be clearly derived from an
examination of the topics he addressed and his manner of expression. At the same time, emphasis
should also be placed on the upright, highly principled rectitude of the Italian manager Raﬀaele
Ma ioli, in running the business of the bank which had experienced the turmoil of the great crisis of
1929.
Raﬀaele Ma ioli showed professional skills at a high level. His writings, documented in his yearly
balance sheet reports, reveal solid foundations that enabled him to avert banking crises and, at the
same time, to build up a strong performance and reputation. At a crucial time in Italian postwar
history, he accepted the responsibility of running a banking business, introducing rational ideas and
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